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The Nicaraguan economy showed substantial improvement in 1994, although government estimates
of just how much improvement there was differ significantly from independent sources, such as
the UN's Economic Commission for Latin America and the Caribbean (ECLAC). However, most
sources agree that President Violeta de Chamorro will have a difficult time in the near- to midterm translating macroeconomic improvements into higher living standards. The Economy and
Development Ministry (Ministro de Economia y Desarrollo, MEDE) released a report in March
that shows a 3.2% expansion of GDP in 1994. If accurate, it would represent a huge improvement
compared with 1993, when the GDP contracted by 0.7% (see NotiSur, 01/13/94). It would also
represent the first positive growth rate that has kept up with population growth since the economy
slipped into crisis during the war years of the 1980s.
The MEDE report, however, differs widely from other calculations on economic growth for
1994. ECLAC, for example, estimates that the GDP only expanded by 2.5% last year, and some
independent economic organizations in Nicaragua put economic expansion for the year as low as
0.5%. According to MEDE, the value of exports rose by 28% last year, from US$273 million in 1993 to
US$349 million. Much of the added income came from coffee, the country's leading export product.
A substantial rise in world coffee prices in 1994 pushed coffee income up to US$71 million last year,
more than twice the 1993 figure. The government projects that export earnings will climb by another
38% in 1995, rising to US$480 million. Meanwhile, notwithstanding the growth in export earnings,
government statistics show that a rapid rise in the value of imports aggravated the country's trade
deficit last year. The value of imports grew by 19% in 1994, from US$659 million in 1993 to US$786
million last year. As a result, the trade deficit increased by 13%, from US$386 million in 1993 to US
$437 million. Finally, the government also reported another substantial drop in inflation in 1994.
Under the previous Sandinista government, headed by ex-president Daniel Ortega (1979-1990), the
country suffered from hyperinflation. The consumer price index (CPI) peaked in 1988 at 33,547%.
Although it fell in 1989 to 1,689%, it jumped again to 13,490% in 1990, the year that the Chamorro
administration took office. By 1993, however, the government's stabilization program had cut the
bottom out of inflation, with the CPI for that year reaching only 19.5%. And, in 1994, the inflation
rate dropped by another seven percentage points, to 12.2%. As a result, inflation in Nicaragua last
year remained below the 16% average increase in consumer prices that ECLAC reported for all of
Latin America and the Caribbean (see NotiSur, 01/05/95).
Still, despite the improved economic performance last year, government efforts to restructure the
economy have yet to translate into a reduction of poverty in Nicaragua. An estimated 70% of the
Nicaraguan population now lives below the poverty line. Under- and unemployment continue to
affect more than 60% of the economically active population. Even taking the official government
growth rate for 1994 which just matches the 3.2% rate in population growth the economy is still not
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dynamic enough to absorb the 40,000 new workers who enter the labor force each year. As a result,
an estimated 50% of the work force is believed to be employed in the informal sector, especially
street vending. The informal economy generates about US$100 million in output annually, according
to some estimates.
Given the poor social conditions, the economy's sluggish recovery continues to generate strikes
in many sectors. From Feb. 27 to April 28, for example, teachers disrupted the school year with a
nationwide walkout to demand a salary increase of 50% for 1995 and another 30% in 1996. They
argued that the top salary of US$56 per month was less than the monthly cost of the basic household
"basket" of consumer goods, estimated at about US$150. With help from a US$45 million World
Bank loan, the Ministry of Education offered a 17% increase. Teachers went back to work with a
promise of a US$6 per month raise, which averages out close to the government's offer. Meanwhile,
a strike by cattle ranchers that began on Feb. 5 is still underway, affecting the supply of meat, dairy
products, and some grains throughout the country. The ranchers want suspension of their debt
payments and of legal proceedings triggered by their overdue debts. Strike leaders say the debt
burden is caused by high interest rates, and high taxes on their supplies and equipment. (Sources:
Nicaragua News Service, 03/19-25/95; Inforpress Centroamericana, 01/26/95, 03/02/95, 03/30/95;
Agence France-Presse, 03/20/95/, 03/30/95, 04/10/95)
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